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THE BABCOCK & WILCOX COMPANY 


ANALYSIS OF 1947 CONSOLIDATED OPERATIONS 


The Company received from sales of its products and from 
miscellaneous operations i ee ee eek Pe 


The cost of materials used and services purchased was -_ - 


The remainder was ° ‘a . ‘ * “ : 


Of this remainder: 
Payrolls and pension reserve amounted to - -— - 
Taxes amounted to i ae ae er 


Depreciation of plants and equipment amounted to - 


Leaving ° ~ : . = = a ‘i - ‘s 


Adding income from investments less applicable taxes -  - 


The net income for the year was - - - - - = 


Dividends declared amounted to - . : 7 " ‘ 


The remainder was income retained in the business - - 


Average number of employees during the year - -~— - 


Number of stockholders end of year - - - - - 


$43,488,853 
4,981,102 


922,580 


$105,773,215 


50,791,285 


$ 54,981,930 


49,392,535 


5,989,395 


1,172,527 


6,761,922 


3,023,865 


$ 3,738,057 


12,367 
3,081 
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THE BABCOCK & WILCOX COMPANY 


New York, N. Y. 
February 19, 1948 


To the Stockholders of 
THE BABCcocK & WILCOx COMPANY: 


A ee Sixty-Seventh Annual Report of The Babcock & Wilcox Company covering operations 
for the year 1947 is submitted herewith. 


The consolidated net income from operations and investments for the year 1947 amounted 


to $6,761,922. This result is after provision for pension reserve of $500,000, which is referred 
to later in this report. 


Sales and miscellaneous income for the year were higher than in any peace-time period of 
the Company’s history. The marked increase over 1946 was due to absence of work stop- 


pages and to higher prices made necessary by increased materials costs and increased wage 
rates. 


The shortage of materials required the subcontracting of a considerable volume of work 
which normally would be fabricated by the Company at a lower cost. The urgent demand 


for equipment resulted in substantial increase in the number of employees with resulting 
decrease in efficiency of operations. 


An analysis of 1947 consolidated operations appears in the front of this report. 


Dividends of $3.50 were paid during the year, and a dividend of $1.00 was declared, pay- 
able January 2, 1948. It is expected that future dividends will be paid on a quarterly basis. 


Consolidated unfilled orders totaled $151,085,000 at December 31, 1947, a considerable por- 
tion of which will not be completed until 1949 or later. It is expected that the Company's out- 
put will be maintained at a high level for the present year. Because of the long-term nature 
of the Company’s business, provision for price adjustment due to increased costs is being con- 
tinued in all contracts. 


The dollar increase in inventories during the year was due largely to increased costs of raw 
materials and labor in work in process. The great majority of materials on hand were pur- 
chased for firm contracts and not for general stocks. 


During 1947 the Company’s expenditures for property, plant and equipment totaled $4,982,000. 


2 








These included the purchase of a research and development laboratory at Alliance, Ohio, 
2,000,000-volt x-ray equipment for the Barberton plant, and expanded manufacturing facili- 
ties at all of the Company’s plants. These additions will result in improvement of product, 
increased capacity and decreased costs. Additional ex 


penditures for such purposes totaling 
$2,442,000 had been authorized as of December 31st last. 


These heavy expenditures, the higher costs of replacing plant and equipment, increased volume 
of business and cost of doing business at today’s high cost of materials and labor made it 
advisable to retain in the business a large portion of 1947 earnings. 

The research and development work of the boiler and refractories departments was trans- 
ferred to the new laboratories at Alliance. The consolidation of all such effort at one point 
has proven to be advantageous. Many projects have been carried out and others are under 
way which will undoubtedly prove to be of importance to the Company and to its customers. 
In the report for 1946 reference was made to the cyclone furnace method of burning coal de- 
veloped by the Company; during 1947 four large contracts were received in which crushed 
coal will be burned by this method. It is anticipated that the use of this development will in- 
crease as the Company gains experience in the burning of coal from different coal fields. 


For many years the Company has paid pensions to em 
after reaching the age of 65 and after 20 or more years of service. This pension program has 
been on a voluntary unfunded basis and no contributions toward pensions have been made by 
the employees. The annual pension which has bee 


n paid has been usually the equivalent of 
1% of the employee’s average annual earnings for the last 10 years of his employment mul- 
tiplied by the number of years of service, from which has been deducted one-half of the 
primary Social Security benefits. 


ployees who have been retired, generally 


During the past year an actuarial study was made for the purpose of estimating the future 
cost to the Company of pensions if 


the present program is continued. This study shows 
that with the Company’s expanded business and increased number of employees and the 


higher wage structure now prevailing, the cost of pensions will be substantially greater in 
future years. The cost in 1947 was $168,000. 


Recognizing that any marked increase in future pension costs would be a substantial burden, 
the Board has deemed it advisable to create a pension reserve which may be drawn upon 
from time to time to pay pensions but which, in the discretion of the Board, could be re- 
turned to the general funds of the Company if such course seemed desirable. Accordingly, 
the Board has set aside the sum of $500,000 from the net income of the Company for the 
year 1947 to a pension reserve. If the present pension program is continued on a non- 


contributory and unfunded basis, the Board expects to consider adding to the pension reserve 
from time to time. 


The pension program is discussed in a separate letter of the president to the stockholders 
dated February 19, 1948 as is also a proposed modification and extension of the Company’s 
group life insurance plans. Stockholders will be asked to vote with respect to the pension and 
group life insurance plans at the annual meeting to be held on April 7, 1948. 


The Reserve for Contingencies, the greater portion of which was set aside for costs which it 
was expected might arise as a result of the termination of the war, was, by Board action, 
transferred to income retained in the business. 


Recognizing the fact that, due to expansion and greatly increased costs of operation, a great- 
er proportion of the Company’s resources has become permanently invested in the business, 
the Board of Directors approved the transfer of $9,640,000 from surplus (income retained 
in the business) to Capital Account thus increasing the stated capital from $17,600,000 to 
$27,240,000. 


There are submitted herewith consolidated statements of financial condition as at December 
31, 1947, and statement of operations and income retained in the business for the year 1947, 
of the parent company and its wholly-owned subsidiaries, The Babcock & Wilcox Tube Com- 
pany, A. M. Lockett & Company, Limited, and National Drill & Manufacturing Company. 
The report of the auditors, Price, Waterhouse & Co., is attached. There are also submitted 
statements for the year 1946 for purposes of comparison. 


As a result of the great demand for the Company's products and the difficulties in obtaining 
material supplies and an adequate working force, many unusual problems had to be met and 
overcome. The Board expresses its deep appreciation for the wholehearted co-operation and 
hard work of the entire organization which made the year’s results possible. 


By Order of the Board of Directors. 


A. G. PRATT, 


President. 





THE BABCOCK & WILCOX COMPANY 


AND WHOLLY OWNED SUBSIDIARY COMPANIES 


STATEMENT OF OPERATIONS AND INCOME RETAINED IN THE BUSINESS 


FOR THE CALENDAR YEAR 1947 


With comparative figures for the year 1946 
P gu y 


1947 

Sales and miscellaneous income resulting from operations - $105,773,215 
Costs and expenses including materials, wages and salaries, 
taxes other than federal income and depreciation of 
plants and equipment (depreciation $922,580 in 1947 and 

$644,335 in 1946) ao i ha i ei A fk 

9,904,595 

Income from investments = - - - - - - - 1,297,327 

11,201,922 

Federal income tax - - - - - - - - 3,940,000 

7,261,922 

Provision for pension reserve (deduct) a See (500,000) 
Refund of prior years’ taxes, resulting from excess profit credit 
carry-back provisions of the Internal Revenue Code - 

Net income for the year  - - -+- + | «= -« 6,761,922 

Dividends declared payable in cash - - - - - 3,023,865 

Remainder of income for the year retained in the business - 3,738,057 

Income retained in the business prior to firstof year - - 19,230,770 

Transfer from reserve for contingencies . - - - 5,210,000 
Transfer to capital stock as authorized by the Board of Direc- 

tors (deduct) oy a ee eg ae RR OOD) 
Adjustment resulting from the inclusion of A. M. Lockett & 
Company, Limited, a wholly owned subsidiary ae es 
Income retained in business at end of year per statement of 

financial condition - “ - - - - - $ 18,538,827 
The Company’s proportion of the net income for the year of 
companies controlled but not consolidated, less dividends 

received, was - - - - - - - - $ 689,363 
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1946 
$57,707,545 


56,383,611 


1,323,934 


678,042 


2,001,976 


644,000 


1,357,976 


620,000 


1,977,976 


1,175,947 


802,029 


18,178,191 


250,550 


$19,230,770 


$ 138,267 


THE BABCOCK & WILCOX COMPANY 


AND WHOLLY OWNED SUBSIDIARY COMPANIES 


STATEMENT OF FINANCIAL CONDITION AS AT DECEMBER 31, 1947 
(With comparative figures as at December 31, 1946) 


CURRENT ASSETS 

Cash - - - - - : . - - - 
U. S. Government securities at cost - - - . 
Accounts receivable, less estimated bad debts - - 
Amounts receivable from U. S. Government for rebate of 

federal taxes and renegotiation refunds — Te 
Unbilled shipments and installations, at contract prices - 
Inventories at cost, less estimated obsolescence and esti- 

mated costs of — — of contract work 

in progress - . - - 
Advance payments on contracts (deduct) ae es 


TOTAL CURRENT ASSETS - - - - 


CURRENT LIABILITIES 
Accounts payable te ee! Oe ne” ee ee 
Accrued liabilities including payrolls, commissions and 
taxes other than federal income’ _ - - ” . 
Dividend payable January 2, 1948 valley ee ac, ee. 
Provision for additional costs on contracts - . - 
Federal income tax : ss “ : 5 ‘ ‘ 
TOTAL CURRENT LIABILITIES - - - - 
Net CurRENT AssETS (Working Capital) - . ‘ . 
INVESTMENTS (schedule attached) ‘ i . ‘ e 
PENSION RESERVE INVESTMENTS—U. S. GOVERNMENT SECURI- 
TIES AT COST . ; 
PROPERTY, PLANT AND EQUIPMENT (schedule attached) - 
Costs ALLOCABLE TO FUTURE OPERATIONS - - 
PATENTS - : a : - ‘ ‘ 


TOTAL ASSETS LESS acca LIABILITIES - 


DEDUCT 
Reserve for pensions” - : : ; ; P 
Reserves for contingencies = - ‘ ‘ ‘ ‘i 
Excess of assets over liabilities and reserves - - 
REPRESENTED BY 
Capital stock, without par value, 1,000,000 shares author- 
ized, 681,000 shares issued — - : ‘ ‘ 
Income retained in the business per sitacoed si statement - 


Less capital stock acquired, 9,030 shares at cost 


1947 
$ 6,304,614 
4,347,000 
15,022,529 


242,573 
8,159,298 


23,139,462 


(8,485,373) 
48,730,103 


5,667,954 


3,963,825 

671,970 
2,500,000 
5,124,471 


17,928,220 
30,801,883 


3,226,553 


500,000 
11,441,680 
107,769 

1 


46,077,886 


500,000 


$45,577,886 


$27,240,000 
18,538,827 


45,778,827 


200,941 


$45,577,886 


1946 
$ 5,779,040 
8,847,000 
10,625,697 


870,628 
2,861,207 


18,934,957 
(4,459,050) 


43,459,479 


3,542,774 
4,392,746 


2,500,000 
1,922,279 


12,557,799 
31,101,680 


3,287,846 


7,376,345 
104,143 
1 


41,870,015 


5,240,186 


$36,629,829 


$17,600,000 
19,230,770 


36,830,770 


200,941 


$36,629,829 


THE BABCOCK & WILCOX COMPANY 


AND WHOLLY OWNED SUBSIDIARY COMPANIES 


INVESTMENTS 1947 1946 


Stocks of subsidiary companies more than 50% owned but not 











wholly owned, at cost - . - - - - - $ 1,965,210 $ 1,997,210 
Stocks and bonds of other companies, at cost . . . 2,189,628 __ 2,203,644 
4,154,838 4,200,854 

Less — Reserve - - - - - - . . 928,285 913,008 
Net book value - - - - - = $ 3,226,553 $ 3,287,846 


PROPERTY, PLANT AND EQUIPMENT 


0 Gee ee re a ee ee ee ee ee ee ee 

Less depreciation and amortization charged to operations 
to date . . - - - - - ° - 19,438,597 19,429,544 
Net book value . . - - . - $11,441,680 $ 7,376,345 


TO THE BOARD OF DIRECTORS OF 


THE BABCOCK & WILCOx COMPANY: 


We have examined the statement of financial condition of The Babcock & Wilcox Company 
and wholly owned subsidiary companies as at December 31, 1947, and the related statement of 
operations and income retained in the business for the year then ended, Our examination was made 
in accordance with generally accepted auditing standards and included such tests of the accounting 
records and other supporting evidence and such other procedures as we considered necessary in the 


circumstances. 


In our opinion, the accompanying statement of financial condition and related statement of 
operations and income retained in the business present fairly the position of The Babcock & Wilcox 
Company and wholly owned subsidiary companies as at December 31, 1947 and the results of their 
operations for the year, in conformity with generally accepted accounting principles applied on a 


basis consistent with that of the preceding year. 


PRICE, WATERHOUSE & Co. 


New York, 
February 18, 1948. 


— ES —— 


BABCOCK & WILCOX PRODUCTS 


WATER-ITUBE BOILERS GAS BURNERS 

For STATIONARY POWER PLANTS MULTIFUEL BURNERS 

For MARINE SERVICE STACKS AND BREECHINGS 
WATER-COOLED FURNACES SEAMLESS AND WELDED TUBES AND PIPE 
SUPERHEATERS REFRACTORIES 
DESUPERHEATERS PROCESS EQUIPMENT 
ECONOMIZERS B&W-TOMLINSON 
AIR HEATERS RECOVERY PROCESS 
PULVERIZED-COAL EQUIPMENT PULVERIZERS FOR CEMENT MATERIALS, 
CHAIN-GRATE STOKERS ROCK PRODUCTS, AND ORES 
O1_ BURNERS ALLOY CASTINGS 


THE BABCOCK & WILcOox COMPANY— 
Works:-Barberton, Ohio; Alliance, Ohio; Augusta, Georgia 
RESEARCH AND DEVELOPMENT LABORATORIES:-Alliance, Ohio 


THE BABCOCK & WILCOx TUBE COMPANY— 
WokrKs:-Beaver Falls, Pa.; Alliance, Ohio 


BRANCH OFFICES AND REPRESENTATIVES 


ATLANTA 3,GA. - - - Candler Bldg. PHOENIX 1, ARIZ. - - - P.O. Box 271 
BosToN 10, Mass. - - - 49 Federal St. PITTSBURGH 19, PA. - - Koppers Bldg. 
CHARLOTTE 2,N.C. - 513 So. Tryon St. PORTLAND 4,ORE. - - -_ Failing Bldg. 
Cuicaco 3, Int. - - 105 S. LaSalle St. St. Louis 3,Mo. - - - Shell Bldg. 
CINCINNATI 2, OHIO - - Carew Tower SALT LAKE City 1, UTAH -_ Kearns Bldg. 
CLEVELAND 14, OHIO- - Guardian Bldg. SAN FRANCISCO 5, CALIF. - 450 Mission St. 
DALLAS 1, TEXAS- - - Magnolia Bldg. SEATTLE 4, WASH. - - - Smith Tower 
DENVER 2, COLO. - _ 1720 California St. SYRACUSE 2, N. Y. - - State Tower Bldg. 
Detroir 26, MicH. - - - _ Ford Bldg. WASHINGTON 5,D.C. - - - Barr Bldg. 
GALVESTON, TEXAS - - Guaranty Bldg. SAN JUAN 15, PuerTO Rico - P. O. Box 3334 
HOUSTON 2, TEXAS - Nat'l Standard Bldg. 

Los ANGELES 13, CALIF. - Richfield Bldg. HAVANA, CUBA - - - - - - = = 
New Or.EANS 7, La. - Whitney Bank Bldg. Edificio Gomez Mena 
New York 6,N. Y. - - - 85 Liberty St. Obispo Esquina Aguiar 


PHILADELPHIA 2, PA. - - - Packard Bldg. HONOLULU 2,T.H. - - P.O. Box 2990 


Printed in U.S.A. 
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THE BABCOCK & WILCOX COMPANY 


New York, N. Y., 
February 19, 1948. 


To the Stockholders: 


Your management desires to present for the consideration of and adoption by the stock- 
holders at the annual meeting which is to be held on April 7, 1948, the employee pension 
and group life insurance plans of ‘The Babcock & Wilcox Company and its wholly-owned 
subsidiaries, such companies being referred to in this letter for convenience as “the 
Company”. 





Employee Retirement Program 


In keeping with the practice of industry in general in the United States, the Company 
has since the turn of the century attempted to provide a reasonable degree of old age 
security for its employees. For many years, retired employees were given financial aid 
if need and hardship existed, and most employees were permitted to continue working and 
were kept on the active payroll as long as they were capable of rendering any services. 





During the second decade, business and heavy industry in particular came to the 
realization that this method resulted in what amounted to “hidden pension costs” buried 
in its active payroll and that in most instances it would be more economical to retire and 
pay pensions to elderly employees whose efficiency had declined. Accordingly, the Com- 
pany adopted the general practice of retiring most of its employees at age sixty-five under 
an informal pension arrangement pursuant to which employees retiring after twenty or 
more years of service with the Company have been paid monthly pensions for the remainder 
of their lives. 


Amounts so paid as pensions have been derived from current funds and charged to 
current operating expense. Although the Company has never assumed a firm legal 
obligation to continue payment of pensions initiated at retirement, it has always regarded 
them as being of such importance in employee relations and as constituting such sound 
business policy that it has never failed to make a pension payment. 


The total pension payments made by the Company for the fifteen-year period from 1931 
through 1946 have averaged about $150,000 per year. As of December 31, 1947 there were 
172 pensioners and the gross pension cost for the fiscal year 1947 was $168,000. 


During recent years, the Company has experienced substantial growth. At the same 
time, wage levels have increased materially. Both of these factors will contribute to 
an increase in the cost of maintaining the retirement program in the future. To enable 
the Board of Directors properly to appraise the situation, an actuarial firm was 
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retained early in 1947 to project the estimated costs of maintaining the present program 
and to compute the estimated costs of a variety of other possible pension arrangements for 
comparison purposes. Among the other arrangements surveyed were several so-called 
“funded” pension plans under which the anticipated cost of pensions to each employee 
would be “amortized” or funded in advance over his period of useful, active service rather 
than being met on a current basis after his retirement. 


Although it may be desirable at some time in the future for the Company to change 
over to some such funded plan on a basis requiring contributions from the employees, 
it is the opinion of the Board of Directors that for the present it is in the best interests 
of the Company to continue its present program. However, because of the anticipated 
increase in future costs of the present program, the Board also concluded that it would 
be advisable to set aside out of earnings for the year 1947 a sum of money as a pension 
reserve, to be invested initially in government securities, which could be drawn on from 
time to time at the pleasure of the Board to pay pensions. Accordingly, by resolution 
adopted at a meeting of the Board of Directors held on December 17, 1947, the Board 
created a pension reserve of $500,000. Although this reserve will be designated on the 
books of the Company as “Pension Reserve” it may be returned to the general funds of the 
Company at any time in the discretion of the Board of Directors and no employee or 
employees have any vested or contingent right to or interest in any part of it. 


Because of the increasing costs of the retirement program and the creation of a pension 
reserve, the Board considered it desirable to submit for consideration and action by the 
stockholders at the annual meeting the continuation in 1948 and subsequent years, in the 
discretion of the Board, of the retirement program now maintained by the Company. Con- 
sequently, the Board has formulated the present informal retirement program as a pension 
plan and has by resolution declared that in its opinion the adoption of such plan is advisable. 


Attention is directed to the fact that although the program has over a period of years 
been shaped to meet the needs of this Company and to be as comprehensive as reasonably 
possible, if exceptional cases should arise in the future, the Board in its discretion may 
make appropriate special allowances in addition to or independent of the program sum- 
marized below. 


A summary of the provisions of the pension plan formulated by the Board is contained 
in the following paragraphs and is referred to in this letter for convenience as the “Plan”. 


Eligibility 
All regular employees of the Company (but not including persons acting only as 
directors) who have been continuously employed for twenty or more years by the time of 
their retirement are eligible to receive pensions under the Plan. ‘Temporary construc- 
tion or erection personnel are not deemed to be regular employees of the Company. 


Retirement Benefits 


Retirement Age: The normal retirement age is sixty-five. However, the Company 
reserves the right to use its discretion in determining the actual date of retirement for each 
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individual employee, recognizing that there may be circumstances which make retirement 
of certain employees advisable before reaching age sixty-five or inadvisable even though 
they have reached age sixty-five. Each case is referred to the officers for action, with 
recommendations by the top executive of the department in which the employee is employed. 
In the case of an officer or executive of the Company, the question is presented to the Board 
of Directors for its action. 


Retirement Benefits: The annual retirement income payable to a retired employee 
with twenty or more years of active service is equal to one per cent. of his average annual 
total compensation for the last ten years of his employment, multiplied by his number 
of years of continuous service (including periods of approved leaves of absence) with the 
Company (including merged, consolidated and controlled corporations), less one-half 
of the primary social security benefits to which he individually is entitled. 


Cost of the Plan 


The entire cost of the Plan is paid by the Company. Since there is no advance 
funding through the medium of a trust or insurance contract, the aggregate amount of 
current pension payments made each year is deductible on a current basis for Federal 
income tax purposes. On the basis of a study made by actuarial consultants based on the 
number and payroll of employees and pensioners in the first quarter of 1947 and assuming 
that all employees will retire at age sixty-five and that in addition to normal labor turnover 
there will be cyclical periods of decreased employment resulting in a further reduction 
in the number of employees who will remain in the service of the Company to retirement age, 
the future annual gross costs to the Company of maintaining the Plan are estimated to be 
as follows: 


Year A mount 

thee Bor ee ei $ 425.000 
Se ee a EET tae 588,000 
Te son een 819,000 
eS ae aro 
oy oP Se APES Oe 1,190,000 
hk a RS: _ 1,250,000 
$0 te ot rag 8 0a ea PRES OOD 


Thereafter, the annual costs are estimated to level off at approximately $1,100,000 and 
continue comparatively steady thereafter. 


As explained above, the Board does not deem it advisable at the present time to provide 
for any advance funding of the above stated costs on a formal, trusteed basis. However, 
to provide a cushion which may be drawn upon in the future as needed, a pension reserve of 
$500,000 has been created and it is the intention of the Board to consider from time to time 
adding to such reserve in years in which conditions warrant such action. This Reserve may 
be returned to the general funds of the Company at any time in the discretion of the Board 
and no part of it is earmarked for the payment of pensions to officers, directors or any other 
particular employee or group of employees. 
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Amendment or Termination of the Plan 


The Plan may be terminated, modified or amended, in whole or in part, at any 
time by the Board of Directors. Although no amendments are presently contemplated, 
in the practical operation of the Plan various amendments or modifications within its 
general framework may become advisable or, as stated above, it may be desirable to change 
over to a formal trusteed or insured plan providing for advance funding. In such event, 
it is not the intention of the Board to adopt any amendment or modification which would 
substantially increase the cost to the Company or alter the allocation of benefits between 
various participants without obtaining the approval of stockholders. 


Interest of Directors and Certain Officers 


The name, position and the estimated amount of annual retirement income payable 
on retirement to each person who was a director or one of the three highest paid officers 
of the Company, eligible to receive benefits under the Plan are as follows: A. G. Pratt, 
President and Director, $29,000; E. G. Bailey, Vice President and Director, $14,000; 
C. W. Middleton, Vice President, Secretary and Director, $18,000; Alfred Iddles, Vice 
President and Director, $9,000; Isaac Harter, Chairman of the Board of The Babcox & 
Wilcox Tube Company, $26,000. These figures are based upon the employees’ respective 
ages and years of service and assumes their continued employment to normal retirement age 
at their present salaries; except that in the cases of Messrs. Pratt, Harter and Bailey, who 
are already past age 65, the figures are based upon their respective years of continuous service, 
ten year average annual compensation and assumed retirement at the present date. 


Group Life Insurance Plan 


In line with the trend toward increased insurance benefits for employees in American 
industry, your Board of Directors believes advisable the modification and liberalization of 
the group life insurance plans of the Company. 


The Company inaugurated its group life insurance plan in 1919 by providing non- 
contributory insurance in the maximum amount of $3,000 per employee. This plan was 
subsequently extended by permitting each employee to purchase and pay for additional 
contributory insurance in an amount equal to his annual earnings, up to a maximum of 
$7,000. In 1933, the plans were frozen, with no further accumulation in respect of those 
then employed, and no insurance available to new employees. In 1936, non-contributory 
insurance up to $1,000 and contributory insurance of an additional $1,000 was made avail- 
able to those employed after 1933. 


The proposed modification and liberalization of the existing plans has been formulated 
by the Board as a group life insurance plan (hereinafter referred to as the “Plan”) and the 
Board has by resolution declared that in its opinion the adoption of the Plan is advisable. 


The proposed Plan provides for non-contributory insurance in the maximum amount 
of $2,000 (except that no reduction will be made in the non-contributory insurance already 
in force under the 1919 maximum) for each employee and pensioner, depending on length 
of service, and for contributory life insurance available to each active employee and pen- 
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sioner in an amount equal to the employee’s current or pensioner’s last annual compensation 
excluding overtime and shift differentials, with a maximum of $18,000. The contributory 
insurance will go into effect only if a satisfactory percentage of the eligible employees elect 
to participate. The annual rate to be paid for the contributory insurance by participating 
employees and pensioners is $8.40 per $1,000, regardless of age. 


As of February 1, 1948, approximately 11,000 regular active employees and 175 
pensioners would be eligible to participate under this Plan. Based upon the total number 
of employees and pensioners on the Company’s rolls on February 1, 1948, the aggregate 
amount of insurance in force would be approximately $35,000,000, of which approximately 
$290,000 would be attributable to the 15 officers and officer-directors of the Company as 
a group. As of February 1, 1948, approximately 28 employees (including 11 officers and 
officer-directors) and 1 pensioner would be entitled to carry maximum contributory life 
insurance. 


The increased cost to the Company of the proposed Plan which modifies its group life 
insurance program presently in force would be approximately $95,000 a year based upon the 
number of active employees and pensioners on the Company’s payrolls on February 1, 1948 
and based upon the average yearly mortality experience of the Company since 1919 
applicable to such number of employees. On these bases, the estimated total annual cost of 
group life insurance to the Company would be $220,000. ‘The Company of course reserves 
the right to terminate or further modify and adjust the Plan, but it is not the intention of the 
Board of Directors to effect changes which would substantially increase the cost to the 
Company without obtaining the approval of the stockholders. 


It is the opinion of the Board of Directors that the adoption of both the proposed pension 
Plan and the proposed group life insurance Plan are advisable in the interests of the 
Company and in the furtherance of its employee relations. Space is provided on the 
accompanying proxy form for stockholders to act upon these proposals. 


By Order of the Board of Directors. 


A. G. PRATT, 
President. 




















